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EXECUTIVE SUMMARY

The U.S. Department of Labor (DOL ), Office of Inspector Genera (OI1G), contracted with Harper,
Rains, Stokes & Knight, P.A., to perform afinancia and performance audit of DOL Grant Number
AC-10750-00-55 with Proteus, Inc. (Proteus). Proteus was audited for the period July 1, 2000
through June 30, 2001.

Under the authority of the Workforce Investment Act of 1998 (WIA), DOL’s Employment and
Training Adminigtration (ETA) awarded Proteus a grant to provide training and servicesto digible
migrant and seasona farmworkers to strengthen their ability to achieve economic sdlf-aufficiency.

FINDINGSAND RECOMMENDATIONS

For the audit period, Proteus reported costs of $1.16 million for 332 participants. In our draft report
we questioned $233,988 charged to the DOL grant because Proteus provided training and servicesto
79 indligible participants as described below. For hisfina report, we have accepted documentation
received from Proteus that has reduced the questioned costs to $215,792.

Finding No. 1: Refugees and other ineligible participants were enrolled in the National
Farmworker Jobs Program

We question $233,988 charged to the DOL grant because Proteus provided training and services to
79 indligible participants. Sixty-nine of these participants were discovered by ETA’ s Divison of
Seasona Farmworker Programs (DSFP) during a monitoring visit and Proteus terminated these
participants as aresult of ETA’sreport. The remaining 10 ineligible participants were discovered
during our audit in which we reviewed a sample of 30 participant files. The questioned costs consst of
alowance payments, support payments, and related overhead charges.

Many of the participants enrolled in these programs were refugees with unverifigble foregn farmwork,
or participants who ether could not show an employer/employee relationship or had not been primarily
employed in farmwork. Proteus programs should be carefully evduated to determineif they Hill fit the
gad of traning digible farmworkers to achieve economic slf-sufficency.

In its response to the draft report, Proteus provided documentation to support the digibility of the
participant we questioned because of her step-father’ s self-employment, and noted that 13 of

the participants questioned had not attended ESL ; therefore, the costs the auditors prorated for these
participants should be diminated.



Based on our review of the information provided by Proteus, we have accepted the one individud as
being digible and reduced the costs we questioned pertaining to the ESL program. Therefore, the
guestioned costs are reduced from $233,988 to 215,792.

Finding No 2: Job placementsreported to ETA included participants who wer e employed
prior to and after training in substantially the same job.

We question sx unsubsidized employment placements that Proteus reported inits DOL Program
Status Summary. These six placements involved participants who were identified as being indligible for
the program in Finding No. 1.

We as0 question Proteus’ practice of reporting participants as placements when the participant
maintained the same employment from the time they enrolled in the program to the time they exited the
program. Three of the sx questioned placements fdl into this category. Had these participants been
eligible, reporting them as an employment placement would not have been an appropriate outcome.

In its response to the draft report, Proteus said that its practice is to document placements only on
participants that have located substantidly different jobs as aresult of core, intensve or training
sarvices. Proteus acknowledged that it did make an error in reporting placements on three

participants.

Our recommendation to the Assstant Secretary remains unchanged.



INTRODUCTION AND BACKGROUND

The Divison of Seasond Farmworker Programs (DSFP) within ETA is responsible for administering
the Nationa Farmworker Jobs Program (NFJP). Theintent of NFJP, under section 167 of the
Workforce Investment Act, isto strengthen the ability of eigible migrant and seasond farmworkers and
thar families to achieve economic sdlf-sufficiency through job training and other related services that
address their employment related needs. Assstance from the NFJP is accessed through the NFIP
grantee partners and local One-Stop Centers.

Proteus, a501(c)(3) organization, has operated various employment and training programs serving
migrant and seasona farmworkersin lowa since 1979, first as a sadlite of a Cdifornia-based
organization and later as a separate entity. Proteus operates an administrative office and education
center in Des Moines with satellite offices in Muscatine and Fort Dodge. Proteus also has staff, on a
part-time bagis, in a Soux City one-stop center. Proteus administers severa other grant programs, the
largest being amigrant farmworker health grant through the Department of Health and Humean
Services.

Proteus provides the following types of training to participants.

1. Classsoomtraining - Thistraining includes English as a Second Language (ESL), Generd
Equivalency Diploma (GED) Classes, genera employment skills classes, and vocationd and technica

jobtraining. ESL, GED and Employment Skills classes are taught a Proteus education center in Des
Moines. Vocationa schools and community colleges provide other training.

2. On-the-jobtraining - Thistraining activity involves a contractua placement of aparticipant inan
actua work environment. This dlows an employer to hire an employee and be reimbursed up to 50
percent of wages paid during a specified training period.

3. Work experience - Thistraining isto provide some non-farmwork employment experience to
make a participant more attractive to prospective employers. In this Stuation the participant is paid by
Proteus and placed in the public or private nonprofit sector to obtain generd employment skills.

The graph on the following page illustrates the types of services provided.



Types of Services Provided

k]
W7
: | i
0102
=)

B Support Service Only (160)  B'Work Experience (2)
D ESL Classroom Training (102) ® Other Classroom Training (67)

B Training Assistance (1)

Proteus dso offers other related assistance services, including emergency services to meet shelter and
trangportation needs, pesticide safety training while il in farmwork, and referrals to other assstance
providers within the one-stop network.

The costs claimed and performance reported by Proteus are presented on the Schedules of Costs
Claimed and Performance Reported in this report.



OBJECTIVES AND SCOPE OF THE AUDIT

The primary objectives of our audit were to determine whether the costs claimed and performance
reported by Proteus for the period July 1, 2000 through June 30, 2001, under the DOL grant were
reasonable, dlowable, and adlocable under the cost principles set forth in OMB Circular A-122 and
ETA reporting requirements.

Our audit was performed in accordance with generaly accepted auditing standards and Gover nment
Auditing Standards issued by the Comptroller Generd of the United States. Our audit included such
tests of the accounting records and other accounting procedures, as we consdered necessary in the
circumstances.

Our audit was performed using the criteriawe consdered relevant. These criteriaincluded those
established by the Federa Government in OMB Circulars A-110, Uniform Administrative
Requirements for Grants and Agreements with Institutions of Higher Education, Hospitals and
Non-Profit Organizations, and A-122, Cost Principles for Non-Profit Organizations, The

Wor kfor ce Investment Act of 1998 (WIA), 20 CFR Part 669 National Farmworker Jobs
Program under Title 1 of the WIA, and 29 CFR Parts 95 and 96 Administrative Requirements
and Audits of Federally Funded Grants, Contracts, and Agreements To meet the aforementioned
objectives, we reviewed selected transactions, records and internal controls to determine Proteus’
compliance with gpplicable laws and regulations, aswdl astheincidence, if any, of program abuse that
might warrant further review or action by the OIG.

Entrance and Exit Conferences

We held an entrance conference with Proteus officiadls on October 9, 2001. Our fieldwork was
performed at Proteus office in Des Moaines, |A, during the period October 9 through

November 1, 2001. We hdld an exit conference with these same officids on November 1, 2001, to
discuss our findings and to obtain their comments.

Auditee sWritten Comments

A draft copy of this report was provided to Proteus on February 21, 2002. Proteus provided its
written response to the report March 22, 2002. The written response was incorporated into the
appropriate sections of the report, and the narrative portion, excluding names, is included as Appendix
A.



Ms. Emily S. DeRocco
Assgant Secretary

for Employment and Training
U.S. Department of Labor
200 Condtitution Avenue, N.W.
Washington, DC 20210

INDEPENDENT AUDITOR’S REPORT

We audited the costs claimed and performance reported by Proteus, as presented on the Schedules of
Costs Claimed (Schedule A) and Performance Reported (Schedule B) and submitted on the
Financid Status Report and Program Status Summary to the U.S. Department of Labor for Grant No.
AC-10750-00-55 for the period July 1, 2000 through June 30, 2001. The cogts claimed and
performance reported is the respongibility of Proteus. Our respongbility isto express an opinion on
the accuracy of the schedules of costs claimed and performance reported based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and Gover nment
Auditing Standards issued by the Comptroller General of the United States. These standards require
that we plan and perform the audit to obtain reasonable assurance about whether reported costs and
performance reported are free of materia misstatement. An audit includes examining, on atest basis,
evidence supporting the costs claimed and performance reported. An audit dso includes ng the
accounting principles used and the sgnificant estimates made by management, aswell as evauating the
overal presentation of the costs claimed and performance reported. We believe our audit provides a
reasonable basis for our opinion.

The Schedules of Costs Claimed and Performance Reported in this report were prepared in
conformity with practices prescribed by the U.S. Department of Labor, Employment and Training
Adminigration which is a comprehengve basis of accounting other than generdly accepted accounting
principles. Allowable cogis are established by Federd Regulations.

In the course of our audit, Proteus was found to have alarge number of ineligible participants enrolled
during the period as described in the Findings and Recommendations section of thisreport. Because
of the large number of indigible participants, we do not express an opinion on the schedules of costs
claimed and performance reported referred to in the first paragraph.



Report on Internal Control

In planning and performing the audit, we consdered Proteus' internd control over financid and
performance reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on reported costs and not to provide assurances on the internd control over financid and
performance reporting. However, we noted certain matters involving the interna control over financia
and performance reporting and its operation that we consider to be reportable conditions. Reportable
conditions involve matters coming to our attention relating to Sgnificant deficienciesin the design or
operation of theinterna control over financia and performance reporting that, in our judgement, could
adversdly affect Proteus ability to record, process, summarize, and report financial and performance
data consgstent with the assertions of management in the financid statements. Reportable conditions
are described in the Findings and Recommendations section of this report.

A materid wesknessis a condition in which the design or operation of one or more of the internd
control components does not reduce to ardétively low leve of risk that misstatements in amounts that
would be materid in relation to the costs claimed and performance reported being audited may occur
and not be detected within atimely period by employeesin the norma course of performing their
assgned functions. Our congderation of the internd control would not necessarily disclose al matters
in the interna control that might be reportable conditions and, accordingly, would not necessarily
disclose dl reportable conditions that are also considered to be material weaknesses. However, we
do believe that the reportable conditions described in the Findings and Recommendations section are
material weaknesses.

Report on Compliance With L aws and Regulations

Compliance with laws, regulations and contract agreement provisonsis the respongbility of Proteus.
As part of obtaining reasonable assurance about whether the costs claimed are free of materid
misstatement, we performed tests of Proteus compliance with certain provisions of laws, regulations
and the contracts. However, our objective was not to provide an opinion on overal compliance with
such provisons. Accordingly, we do not express such an opinion. The results of our tests disclosed
instances of noncompliance that are required to be reported under Government Auditing Standards
and which are described in the Findings and Recommendations section of this report.

This report is intended soldly for the information and use of the U.S. Department of Labor and Proteus,
and is not intended to be and should not be used by anyone other than those specified.

November 2, 2001



FINDINGSAND RECOMMENDATIONS

Finding No. 1: Refugees and other in€ligible participantswere enrolled in the
National Farmworker Jobs Program

During program year 2000, Proteus provided training and services to over 300 participants. Both
ETA, during amonitoring visit, and our audit reviewed the participants served by Proteus. ETA’S
report contained severd findings reated to digibility of participants and recommended Proteus review
the digibility of participants currently enrolled in the program. Proteus subsequently terminated 69
participants who were either dependent college students or refugees, and, therefore, indigible for the
program. We identified 10 or 33 percent of the 30 participants sampled in our audit asindigible. In
addition, we found that dmost al of the clients being placed into the English as a Second Language
(ESL) program wereindligible. Thefailure of the interna control structure to prevent the enrollment of
indigible participants would be both a reportable condition and a material weskness. In addition the
enrollment of indligible participants would represent noncompliance with laws and regulaions governing
the program.

To be digible under NFJP a person must be a disadvantaged migrant or seasona farmworker, or their
dependent, who has been primarily employed in agricultura labor that is characterized by chronic
unemployment or underemployment during the 12-month digibility period (12 months within the 24
months immediatdly preceding the application for services), and:

. isaditizen, or someone authorized by the Attorney Generd to work in the U.S,, and
. isregistered for military sdlective service, if amale goplicant.

A migrant farmworker is a seasond farmworker whose agricultura [abor requires travel to the job Site,
without being able to return home to his’her permanent residence the same day.

ETA Monitoring Resulted in Proteus Terminating 69 | ndigible Participants.

ETA issued areport dated April 23, 2001, detailing the results of a site visit conducted in October
2000. The report contained severd findings related to digibility of participants. ETA reported that
two groups of participants served were ingligible for the training and services received:

(1) College students who were dependents of farm owners and
(2) Refugees who had not performed qualifying farmwork within the United States or Puerto
Rico.



The following is taken from the ETA report:

The NFJP was established by congress to assist the labor force employed inthe U.S.
agricultural industry whose workers persistently endure low wages and unemployment
due to factors such as labor and crop instability and weather related crop disasters. The
language of JTPA Sec. 402(a)(1) acknowledges that the * nation’s rural employment
problems” are the direct result of the chronic seasonal unemployment and
underemployment in the agricultural industry within the United States. Congress
authorized JTPA Sec. 402 and subsequently WIA Sec.167 as remedy to conditions
existing in America’srural communities. The resettlement needs of political refugees
are unrelated to the Nation’ s rural employment problems or the NFJP.

ETA liged the following reasons for the refugee sindigibility: (1) none had worked in agriculturd
employment in the United States, (2) many had jobs thet appeared to be self-employment or
agriculturd retailing, (3) for many the employment information was not verifiable, (4) sdf-attestation,
which islimited to emergency assstance, was used for related assistance services, and (5) the NFIP
guidanceissued July 1, 2000, does not recognize farmwork occupations outside of North America

ETA recommended Proteus review the digibility of participants currently enrolled in the program,
terminate indligible participants, and make procedura and training changes to prevent enrolling indigible
participantsin the future. In its response to the report, Proteus terminated 69 participants. Proteus, in
responseto ETA’s concerns, also addressed the difficulty of finding eigible participants. Some of the
issues noted were the decreasng numbers of migrants coming to lowain addition to the decrease in the
number of migrants with work authorization.

We reviewed the files of participants terminated by Proteus as part of the corrective action taken due
to the ETA monitoring report to determine whether we agreed with ETA’ s determination of their
digibility. Hfty-nine of the 69 terminated participants were refugees with foreign farmwork. The
remaining 10 were dependents of farmers rather than farmworkers or had performed farmwork for
their immediate family. Our review showed that the ineligible determinations for these participants were
accurate. Total questioned costs for these 69 indligible participants were $217,822.

Ten of 30 Participants (33 Per cent) Sampled Were Indigible.

To determine how effective Proteus was in sdecting digible participants, we excluded the 69
participants terminated by Proteus from our universe, and sdlected a sample of 30 participants. Fifteen
of these participants received classroom training and the remaining 15 received support services only.



We found 10 of the 30 participants (33 percent) in our sampleto beindigible.

Ineligible Questioned
Reason Participants Costs

Classroom Training Sample

Refugees whose farmwork occurred outside of the United States 6 $12,740

and Puerto Rico and was undocumented.

Terminated by Proteus during a verification review, because of 1 262

inadequate documentation.

Stepfather’ s farmwork was sdlf-employed work, and atrue 1 1,186

employer-employee relaionship was not shown.

Not primarily employed in farmwork. 1 1978
Sub-total 9 16,166

Supportive Services Sample

Sdlective service requirements were not met. 1 -

Total 10 $16.166

For the classroom training sample, Six of the indigible participants were refugees whose farmwork,
used to qualify them for the program, occurred outside of the United States and Puerto Rico. The only
veificaionsin ther files were sdf-attestations of farmwork performed in their home country. Thesx
participants, who were placed in the ESL program, had |eft the program before ETA had performed its
review and, therefore, were not part of the 69 participants terminated by Proteus. Total questioned
codts for these six participants are $12,740.

One participant was discovered and terminated by Proteus during a verification review, because it
found inadequate documentation to support the participant’ s digibility. The participant’s farmwork
was performed for immediate family and an employer/employee relationship could not be determined.
When Proteus requested more documentation for the file the family refused to provide the information.
Total questioned costs are $262.

One participant was qudified based on being a dependent of her stepfather. However, the stepfather’s
farmwork was supported by a salf-attestation verification in the file. The farmwork appeared to be
sdf-employed work, and a true employer-employee relationship was not shown. Tota questioned
costs are $1,186.
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Another participant’swork was primarily non-farmwork. Although he was just able to meet the 50
percent of days in farmwork requirement, the mgority of this participant’ s income came from non
farmwork. In meeting this 50 percent threshold, however, days were counted as both farmwork and
non-farmwork days due to concurrent employment. Since this participant was not primarily employed
in farmwork, we questioned $1,978.

We found one participant who was indigible in our sample of 15 support service only participants.

The participant did not meet the sdlective service requirements necessary for enrollment. There were
no questioned costs on this participant, as he was provided food bank donations, which were provided
out of non-federa funds,

Continuation of the ESL Program Should Be Evaluated.

According to Proteus management and the results of the sample items reviewed, dmog dl of the 102
participants enrolled in the ESL program were refugees and were therefore indligible. The Proteus’ in-
house ESL programis gpproximately $352,000 or 28 percent of the DOL programs’ tota expenses. The
continuation of this program should be eva uated based on the needs of the digible population.

Conclusion

The cogts questioned for the ESL ineligible participantsinclude direct participant alowances, support
sarvices, and overhead cogts for the classroom training provided by Proteus. The in-housetraining
provided by Proteus was ESL. and some related work culture classes. The average cost per
participant was determined by reviewing the costs of the ESL program dong with enrollment data. We
have prorated these costs aong with the other alowances to determine a reasonable program year
2000 cost amount, as summarized in the following table.

Number of Direct ESL

Paticipants  Support Costs Tota
Refugees with foreign farmwork 65 $70,195 $141,757  $211,952
Dependents of farmers/family farmwork 12 20,058 - 20,058
Other indligible participants 2 1,978 - 1,978
9 $92,231 $141,757 $233,988

A detail of these caculations was provided to Proteus at our exit conference.



Auditee' s Response

In response to the draft report, Proteus said that it has restructured its programming, and has closed
the Education Center. One class of ESL/GED students has been maintained &t the Central Office
location and dl of the current students performed farmwork in the United States or Puerto Rico.

Proteus acknowledged serving the identified clients, dthough at the time the grantee and its staff were
not aware that the digibility determinations were ingppropriate based upon previous understandings
and knowledge. Proteus was working in good faith and attempting to operate an employment and
training program for farmworkers based on fiscal and programmatic integrity. Proteus provided both
DSFP and the auditors a copy of the detailed Proteus response to the Monitoring Vidt Report, which
provided additional documentation as to what Proteus was doing prior to the monitoring visit.

Proteus aso said the fiddwork by the audit firm confirms thet it is no longer serving any clients with
foreign farmwork and is following processes that adlow for more thorough examination of seasond

farmworker digibility.

Auditor’s Comments

In addition to the above comments, Proteus provided evidence to support the eigibility of the
participant we questioned due to the salf-employment of her step-father. In addition, our calculation of
questioned costs on ineligible refugees included amounts for ESL training performed by Proteus.
Proteus provided us with evidence that 13 participants included in this caculation were not enrolled in
the ESL program. Asaresult of the additiond information provided, we have reduced the questioned
costs by $18,016, to $215,792.
RECOMMENDATIONS:
We recommend that the Assistant Secretary for ETA:

1. recover the $215,792 in questioned costs,

2. adjud thefinancid and performance reports for the indigible participants; and

3. evduate the need of Proteus program based on its population of eigible applicants.



Finding No 2: Job placementsreported to ETA included participants who wer e employed
prior to and after training in substantially the same job.

Our review of the 15 sampled participants found that 8 participants were reported as having entered
unsubsidized employment. Two of the eight were verified as having entered unsubsidized employment
and six were refugees whose reported farm work took place overseas and was unverifisble. These six
refugees participated only in Proteus’ ESL program. These Six participants were determined indligible
for the program and should not have been reported as program participants or entered unsubsidized
employment.

Moreover, three of the x were employed when they entered the program and maintained the same
job throughout their ESL training. We noted minor or no changein their job titles when they
completed the training and were reported as placed in unsubsidized employment.

We discussed these placements with ETA and though there is no specific guidance on how to report
these individuas, ETA believed that they should not be reported as placements in unsubsidized
employment. Since these participants only attended ESL training, they should have been reported, if
digible, as Employment Enhancement Only.

Auditee' s Response

In its response to the draft report, Proteus acknowledged that one of its case managers made an error
in reporting placements on the three participants in question since the god set in the cases and the
resulting magjor outcome was learning English rather than placement in ajob. The placements reported
in these three cases were not subgtantidly different from those held a the time of intake.

Proteus aso stated that the errors may have been the result of the transition process and becoming
familiar with new forms, definitions, and processes under a new reporting system for the new WIA

program.

Proteus further stated thet it will dlarify with taff the appropriate designation of exit/outcome
paperwork so that thistype of error will not be made in the future.

Auditor’s Comments

Since the reporting of employment placementsis akey eement in evauating grantee performance,
ETA needs to provide guidance to ensure grantees are reporting comparable satistics to alow for the
fair evauation of outcomes program-wide.
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RECOMMENDATION

We recommend that the Assistant Secretary for ETA clarify the criteriafor reporting outcomes as part
of the findization of WIA performance godls.
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Schedule A

PROTEUS, INC.
DESMOINES |A

SCHEDULESOF COSTSCLAIMED

Financial Status Report Reported

1. Classroom Training $ 974,949

2. On the Job Training 0
3. Work Experience 10,286
4. Training Assstance 666
5. Services Only 11,037
6. Adminigtration 165,308

7. Total $1,162,246
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Schedule B

PROTEUS, INC.
DESMOINES IA

SCHEDUL E PERFORMANCE REPORTED

Category Planned Reported
Totd Participants 474 332
Totd Terminations 320 296
Entered Unsubsdized Employment 75 87
Direct Placement - 1
Indirect Placement - 86

Also Obtained Employability Enhancement - 8
Employment Enhancement Only - 2
Services Only - 147
All Other Terminations 245 60

Tota Current Participants (End of Period) 154 154
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Appendix
Response to Draft Report by Proteus

Note:
The attachments referred to in the response are not included
due to privacy issues and the inclusion of persond information.
All Names of individuds have been removed from the response.
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March 22, 2002

Mr. Elliot P. Lewis

Acting Deputy Inspector General for Audit
U.S. Department of Labor

Office of Inspector General

Office of Audit

200 Constitution Avenue, N.W.

Room S5518

Washington, DC 20210

Dear Mr. Lewis;

Attached is a copy of the Proteus written response addressing findings and
recommendations contained in Draft Report No. 21-02-003-03-365 that was prepared by
Harper, Rains, Stokes & Knight, P.A., under contract with the U.S. Department of Labor,

Office of Inspector General.

We would be interested in knowing the proposed timetable for further action regarding this
audit report.

If there are any questions regarding the written response, please contact me.

Sincerely,

Terry Y. Meek
Executive Director

18



Response to Draft Report #21-02-003-03-365
By the Grantee, Proteus, Inc.

Audit Report on U.S. Department of Labor Grant #AC-10750-00-55
Financial and Performance Audit
for
Program Year July 1, 2000 through June 30, 2001

Proteus takes this opportunity to make written comments as its response to the Draft
Report prepared by Harper, Rains, Stokes & Knight, P.A., under contract with the U.S.
Department of Labor, Office of Inspector General.

In the response you will find documentation that Proteus, Inc. management and staff
acknowledge findings relating to eligibility, based on the fact that they were unaware that
the previous process was not acceptable pursuant to the DOL interpretation of the official
federal guidelines. Since the time of the initial DSFP monitoring visit and resulting report,
Proteus, Inc. has taken appropriate steps to make corrections to its policies, systems and
processes of participant eligibility determination.

The OIG Draft Report findings by the auditors related only to eligibility therefore, this was
the irregularity cited. No other material findings were reported relating to any other
financial or programmatic performance.

Just recently, on March 13-14, 2002, DSFP staff revisited Proteus and provided technical
assistance. During the visit, ample time was spent by the DSFP representatives
interacting with staff and allowing them to ascertain that Proteus is making a bona fide
and vigorous attempt to move forward in making appropriate changes as previously
recommended.

Proteus will continue to pursue every possible opportunity to follow instructions and
guidance as provided by the funding source. Proteus is committed to doing what is
necessary to remain a grantee for the WIA, Section 167 NFJP program so that services
can be provided to lowa’s eligible farmworkers.

Finding No. 1: Refugees and other ineligible participants were enrolled in the
National Farmworker Jobs Program.

Comments regarding Proteus serving refugee clients with foreign farmwork
When Proteus was told in the DSFP Monitoring Visit Report that the refugees were
ineligible and that any current clients that were determined eligible based upon
foreign farmwork should be terminated; Proteus acted accordingly and terminated
all such clients.

19



Proteus implemented training and requested technical assistance to assure that it
came into compliance with corrective action.

Proteus has restructured its programming, and has closed the Education Center.
One class of ESL/GED students has been maintained at the Central Office
location—all of the current students performed their farmwork in the United States
or Puerto Rico.

Proteus has not enrolled any further participants with foreign farmwork, since
receiving the DSFP Monitoring Visit Report.

The Workforce Investment Act, the WIA Regulations and the July 1, 2000 DSFP
Eligibility Policy Guidance do not take a position regarding foreign farmwork. A
preliminary draft DSFP Policy Guidance that is not officially approved and issued
to the grantees was used by the auditors in reviewing eligibility. This preliminary
draft does stipulate that qualifying farmwork must be performed in the United
States or Puerto Rico.

DOL had not monitored Proteus’ JTPA or WIA NFJP program since 1991.

In the 1991 Monitoring visit , a DOL representative, was aware of and
did acknowledge that Proteus was working with refugees. His recommendations
regarding the practice revolved around making sure that there was an employee-
employer relationship, that wages were earned, that money exchange rates were
verifiable, and that staff were excluding farmwork performed at a refugee camp.
His awareness, conversations, and report did not indicate that Proteus should stop
serving individuals with foreign farmwork. Quite the contrary, his interest motivated
recommendations for enhancing the processes of service delivery to the refugee
clients through a recommendation that Proteus consider hiring additional staff
representative of the many different nationalities represented in the client
population. The auditors were given a copy of this monitoring report, the Proteus
response and notes from a follow-up telephone call with

During field work, the auditors made contact with , Who now works in the
Region VII DOL Kansas City office. The auditors told the Proteus Executive
Director that had told them that it was his opinion that the foreign farmwork
was not a barrier to enrollment.

In the period prior to the 1991 monitoring visit, Proteus had been visited
periodically by other DSFP monitors— . After reviewing
client files as well as touring Proteus offices and training sites, all of these monitors
would have been aware that Proteus was serving refugees who had conducted
their qualifying farmwork in a foreign country. None of them ever told any Proteus
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representative that there was any problem with this practice.

Prior to 1982 when Proteus went through novation to become an organization on
its own, the then State Director, , received what he felt was authorization
from DSFP to serve refugees, using foreign farmwork as qualifying farmwork with
the use of a self-affidavit for verification.

Comments regarding Proteus serving other ineligibles (children of farmers,
dependent college students, etc.)

When Proteus was told that children of non farmworkers and dependent students
were ineligible and that any current clients with such characteristics should be
terminated; Proteus acted accordingly and terminated all such clients.

Proteus implemented training and requested technical assistance to assure that it
came into compliance with corrective action regarding this classification of
ineligible participant.

Proteus has not enrolled any children of non farmworkers or dependent students
since receiving the DSFP Monitoring Visit Report.

The Workforce Investment Act, the WIA Regulations and the July 1, 2000 DSFP
Eligibility Policy Guidance do not take a position regarding dependency, student
status, etc. A preliminary draft DSFP Policy Guidance that is not approved and
issued to the grantees was used by the auditors in reviewing eligibility. This draft
does stipulate that otherwise dependent individuals must have a farmworker parent
in order to qualify and that student eligibility must be considered very carefully.

Until the October, 2000 monitoring visit, DOL had not monitored Proteus’ JTPA or
WIA NFJP program since 1991. The 1991 monitoring visit did not have any
recommendations regarding the practice of qualifying dependent children of non
farmworkers or students.

In the period prior to the 1991 monitoring visit, Proteus had been visited
periodically by other DSFP monitors— and . All of these
monitors would have been aware that Proteus was serving seasonal farmworkers
that were dependents of non-farmworkers, and farmworkers that were students at
the time of enrollment. None of them ever told any Proteus representative that there
was any problem with this practice.

In the early 1980s the then federal representative, , assisted Proteus by
arranging with another Midwest grantee, Rural Missouri, Inc. (RMI), to provide
technical assistance. This technical assistance was to assist Proteus in learning to
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increase its work with seasonal farmworkers and to learn how to maximize the use
of On-the-Job Training as a training model. RMI instructed Proteus in the
implementation of processes to outreach young seasonal farmworkers (usually
dependents of non-farmworkers and students) who they had been working with
successfully for some time.

Summary Statement regarding the serving of ineligible clients

Proteus acknowledges serving the identified clients, although at the time the grantee and
its staff were not aware that the eligibility determinations were inappropriate based upon
previous understandings and knowledge. Proteus was working in good faith and
attempting to operate an employment and training program for farmworkers based on
fiscal and programmatic integrity. Both DSFP and the auditors were given a copy of the
detailed Proteus response to the Monitoring Visit Report. This response provides
additional documentation as to why Proteus was doing what it was doing prior to the
monitoring visit.

The audit found no evidence that Proteus deliberately or knowingly misappropriated
federal funds. The audit validated, except for the two findings, Proteus’ strong financial
and programmatic systems for operating federally funded programs.

The field work by the audit firm collaborates that Proteus is no longer serving any clients
with foreign farmwork and is following processes that allow for much more thorough
examination of seasonal farmworker eligibility following the guidelines and principles
established by DSFP. The program is moving forward and steadily locating and enrolling
additional eligible farmworkers into its programs.

Comments regarding the calculation of $233, 988 in questioned costs on the
ineligible clients

1. The auditors assessed a prorated Average Program Cost that accounted for the
overhead expenses associated with the in-house operation of the Education
Center against each ESL student that was determined ineligible. However, 13 of
these participants never attended the Education Center and should not be
assessed for that particular Program Cost. Proteus paid tuition for these students
at another training site, and the tuition was already accounted for in the questioned
cost spread sheet.

Attachment #1 is a spread sheet displaying the amount of $17,009.99 that
Proteus determines should be deducted from the total questioned costs.

2. The auditors determined that , was ineligible based upon the
fact that her step-father who was the farmworker, self attested, and appeared to be
self-employed. Proteus was unable to further substantiate this part of
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eligibility during the time that the auditors were present conducting their field work.

Since that time the Proteus worker was able to meet with the  family, and with
their cooperation obtain additional information that supports the original eligibility
determination regarding

, told us that he was employed by Landscaping in

, Cagua, Puerto Rico from September 6, 1999 through February 14, 2000.
was not actually aware of any relationship between himself and the owner of the
landscaping firm. Proteus later learned through other family members that the
owner of Landscaping was a cousin. There was an employer-employee
relationship. His job entailed various sod farming duties—planting grass seeds
and cutting sod. Originally at the time of intake, concrete verification was
unobtainable since the owner had since passed away.

In late November and early December of 2001, called relatives in Puerto Rico

and was finally able to make contact with , the brother of the deceased

owner. worked with the original owner and was the supervisor or “boss” for
when he was working for Landscaping.

Proteus staff spoke with , Obtaining verification that was, in fact,
employed by Landscaping during the period in question, earning$ , and
working days.

Substantiating Progress Notes and a Verification Form can be found at
Attachment #2. Proteus determines that $1,186 should be deducted from the
total questioned costs.

Finding No. 2: Job Placements reported to ETA included participants who

were employed prior to and after training in substantially the same job.
Since the auditors had not provided Proteus with a Statement of Fact during the
exit conference regarding this particular finding, Proteus’ Executive Director
contacted the auditor for additional documentation. Please see Attachment #3 for
the e-mail exchange regarding this finding. In this e-mail the auditor stated that the
finding was primarily a sub-set of the first finding since the six placements were
being questioned because the participants were ineligible refugees.

Under WIA, it has been Proteus’ customary practice to “document” placements only
on participants that have located substantially different jobs as a result of core,
intensive or training services. Under JTPA, there was a specific category
designated as “enhancement only,” that allowed for individuals receiving skill
enhancements to be terminated in a different manner. The six participants cited by
the auditors were all participants that received intensive services (ESL) rather than
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training services that would have provided them with new job skills leading to a
significant upgrade or different job. Their Individual Employment Plans (IEP)
specified that they would be enhancing their English-speaking skills, and did not
address the acquisition of new vocational or occupational skills that would lead to
another job.

Proteus acknowledges that one of its case managers did, in fact, make an error in
reporting placements on the three participants in question since the goal set in
these cases and resulting major outcome was learning English rather than
placement in a job. The placements reported in these three cases were not
substantially different from those held at the time of intake.

Partially, the resulting errors may have been the result of the transition process and
becoming familiar with new forms, definitions and processes under a new reporting
system for the new WIA program.

At the time of the DSFP Monitoring Report, Proteus was not instructed to
reconsider or adjust its outcomes for the entire program year. Instead, Proteus was
instructed to terminate any existing ineligible participants, designating them as,
“Other” outcomes. Proteus acted upon this instruction.

Proteus will clarify with staff regarding the appropriate designation of
exit/outcome paperwork so that this type of error is not made in the future.
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